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Margin trading and short selling could provide an option to hedge market down-
side risk and thus may stabilize the market. Most stock markets around the world
could margin trading and short selling. And many scholars and investors think it
could increase the market liquidity, enhance the ability of market price discovery,
and increase the effectiveness of market. But, margin trading and short selling is a
kind of margin trading, it may increase the market volatility due to the leverage effec-
t. Especially when the market is going down, margin trading and short selling may
accelerate the speed of going down and even cause financial crisis. China’s margin
trading and short selling was launched in March 2010, and it has been traded 5 years
until now. Researches on the effects to China’s market of margin trading and short
selling are very important for financial market reform. Therefore, we use panel-data
policy evaluation approach, event study and other econometic methods to research
the impacts of margin trading and short selling to Chinese market’s volatility, liquid-
ity, transparency and effectiveness.
Firstly, volatility. We use a panel-data policy evaluation approach (Hsiao et.al,
2012) to analyze the impact of margin trading and short selling to Chinese stock
market volatility. By comparing the predicted volatility with the realized volatility.
We could not only know whether the new trading mechanism effectively reduces the
volatility, but also could know which individual character impact the margin trading
and short selling effects. And we also discussed the impact of margin trading and
short selling separately.
Secondly, Liquidity. Similar with the volatility research, we use a panel-data
policy evaluation approach to analyze the impact of margin trading and short selling
to Chinese stock market liquidity. By comparing the predicted volatility with the
realized liquidity. We discussed the change of liquidity, individual characters and
also discussed the impact of margin trading and short selling separately.
Thirdly, transparency. We are the first paper discuss the change of margin trad-
ing and short selling behavior around the annual earning announcement. By testing
the change of margin trading and short selling abnormal volume around annual earn-
ing announcement. We want to know whether the law and regulation are perfect,and














Last, effectiveness. We are the first paper of research the association between
margin trading and short selling and price adjustment speed. Using the method which
introduced by McQueen et.al(1996) and Chordia and Swaminathan(2000) to measure
the price adjustment speed. We calculate margin trading and short selling listed
stocks and unlisted stocks. Then discuss the impact of margin trading and short
selling to China’a market effectiveness.
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